SOUV 


transair 


| 


ANNUAL REPORT/ NINETEEN HUNDRED & SEVENTY-FIVE 


Digitized by the Internet Archive 
in 2023 with funding from 
University of Alberta Library 


https://archive.org/details/Tran0433_ 1975 


Head Office: 


Winnipeg International Airport 
Winnipeg, Manitoba R3J OH7 
Telephone (204) 888-0450 


Shares Listed: 
Toronto Stock Exchange, Winnipeg Stock Exchange 


Auditors: 
Deloitte, Haskins & Sells, Winnipeg, Manitoba 


Registrar and Transfer Agent: 


The Royal Trust Company, Winnipeg, Manitoba, and 
Toronto, Ontario 


Bankers: 
Toronto-Dominion Bank, Winnipeg, Manitoba 


Directors 


S. KANEE* 
Chairman of the Board 
Soo Line Mills (1969) Ltd., Winnipeg, Manitoba 


A. V. MAURO, Q.C.* 
President and Chief Executive Officer 
Transair Limited, Winnipeg, Manitoba 


P. A. ALLEN* 
Vice President, Little Long Lac Gold Mines Ltd., 
Toronto, Ontario 


J. E. FORAN 
Partner, Aikins MacAulay & Thorvaldson 
Barristers & Solicitors, Winnipeg, Manitoba 


R. H. McISAAC 
President, Clan-Ranald Holdings Ltd., 
Toronto, Ontario 


D. C. WEBSTER 
President, Helix Investments Ltd., 
Toronto, Ontario 


D. J. WILKINS 


Honourary Chairman of the Board 


Fry Mills Spence, Investment Dealers, Toronto, Ontario 


*Member of the Executive Committee 


transair 


Officers and 
Senior Management 


S. KANEE 
Chairman of the Board 


A. V. MAURO, Q.C. 
President and Chief Executive Officer 


R. A. MORRISON 


Executive Vice President, Commercial Services 


H. D. COPE 
Executive Vice President, Operations 


F. C. McKAY 
Secretary & Vice President, Corporate Services 


K. P. SUTHERLAND, C.A. 


Vice President, Finance 


D. H. WATSON 
Vice President, Administration 


G. G. CAPERN 


Vice President, Eastern Region 


E. J. RANSON 
Vice President, Central Region 


D. J. HICKS 
Vice President, Engineering & Maintenance 


A. B. CRAIG 
Vice President, Flight Operations 


Report 
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Directors 

to the 
Shareholders 


Enclosed please find the Consolidated Financial Statements for the year ending 
December 31st, 1975. After four years of profit, we regret to report a major loss. 


Fourth Quarter Results 


Gross Revenue in the final quarter totalled $8,327,000 as compared to $7,349,000 
in 1974, an increase of $978,000 or 13.3%. 


General Operating Expenses increased by $904,000 from $6,822,000 in 1974 to 
$7,726,000 in the final quarter of 1975. Included in the current year expenses are all 
costs associated with the start-up of the Heavy Maintenance and Ramp Services Divisions. 


Operating Income before depreciation and interest increased to $601,000 from 
$527,000 in the prior year period. Depreciation charges rose from $583,000 in the fourth 
quarter of 1974 to $812,000 in the current period and interest charges from $347,000 to 
$783,000. These two categories of cost, referred to later in this report, increased from 
$930,000 to $1,595,000, or $665,000, resulting in an Operating Loss in the fourth 
quarter of 1975 of $994,000 as compared to $403,000 in the last quarter of the 
preceding year. 


The loss on foreign exchange of $182,000 compares to a gain of $43,000 in the 
prior year or a negative variance of $225,000. This year-end adjustment reflects the 
application of the companies’ policy as set out in Note 1F to the financial statements and 
results from United States currency commitments in 1976 and future years being stated 
at December 31, 1975 Canadian currency equivalents. 


The Year in Review 


The past year has been a difficult one for the industry in general and your 
Company in particular. 


While revenue increased by 3.4% ($1,051,000), direct operating costs increased by 
6.9% ($1,856,000) and total costs including depreciation and interest by 15.3% 
($4,515,000). In short, revenue increased marginally while costs continued to rapidly 
escalate. 


Revenue growth was seriously impeded by the following factors: 


(1) The 13-week strike of maintenance and traffic employees which forced us to 
withdraw services to some communities and reduce frequency between Winnipeg 
and Toronto, In addition, Heavy Maintenance and Ramp Services which were to 
commence operations in June were effectively delayed until September. All of the 
start-up costs incidental to these operations occurred in the final quarter and have 
been fully expensed in the current year. 

(2) The closure to scheduled operation of a number of Inland Manitoba points by 
Ministry of Transport in July resulted in revenue losses exceeding $500,000.We 
maintained services to these remote communities to fulfill our obligations to the 
Post Office Department but the restrictions as to passengers made the service 
unprofitable. The situation was further aggravated by the postal strike in the final 
quarter. 


(8) A marked reduction in both the winter charter programme and scheduled passenger 
boardings. The overall effect was a reduction in total passengers of 75,000 — from 
484 000 in 1974 to 409,000 in 1975, or 15.5%. Revenue passenger miles declined 
by 19.3% and passenger load factor from 52.4% to 47.6%. 

(4) The delay in receiving authority for a third frequency between Winnipeg and 
Toronto. In the last Annual Report, we advised that we had applied to provide this 
service in cooperation with the Government of Ontario. The service was to 
complement an extension of Government supported feeder services to North- 
western Ontario. The Government supported services were to commence in April of 
1975 and in order to meet our commitment we acquired a third Boeing 737 in 
November of 1974. The Air Transport Committee initially denied our application 
although the only opposition (Air Canada) had been withdrawn. We reapplied but 
did not receive final approval uptil November. This delay denied us the opportunity 
to effectively utilize the additional equipment. As a result there were greatly 
increased costs, particularly depreciation and interest charges without offsetting 
revenues, 


Impact of Fixed Asset Acquisition 


During the year 1974, your Company acquired fixed assets to the value of 
$22,000,000. These assets were essential to maintain and expand our operations. The lead 


time required in the purchase of aircraft creates the risk that capital equipment will be on 
hand during a period of minimal growth. The year 1975 felt the full impact of fixed 
charges resulting from these acquisitions, creating a distortion in revenue/cost relationship 
in this period. Rather than capitalize such costs, they have been fully expensed. This 
Underutilization of the new jet equipment is reflected in the increase in depreciation and 
interest charges as a percentage of gross revenue — from 9.3% in 1974 to 17.4% in 1975. 


Operating Income before depreciation and interest totalled $2,948,000 as com- 
pared to $3,753,000 in 1974. Considering the major increase in costs for fuel, labour, and 
material, coupled with the traffic decline, the cost controls introduced are proving 
effective. However, increased utilization and productivity are essential to return the 
Company to a stable profit position. 


Helicopter Division 


Gross Revenues increased from $1,243,000 to $1,720,000 and with an additional 
two Bell 206 turbine helicopters we anticipate continued expansion and increased 
contribution. 


Route Expansion 


We introduced a third frequency to Yellowknife in June and boardings continue to 
meet budgeted levels. This service will be extended to Whitehorse in May providing same 
day service from both cities to Southern and Eastern Canada. 


Our third frequency in Ontario will commence on May 25th. The introduction of 
such services should see a marked improvement in aircraft utilization. 


General 


As mentioned in the last Annual Report we acquired Filmont Tours International 
Limited of Toronto in 1975. This Company has been completely reorganized and while 
losses were experienced during the past year, earnings have now stabilized and this 
improvement should continue. In addition, this Company makes an important con- 
tribution to our winter charter flying from Eastern Canada which is being reflected during 
the current winter season. While we have provided $500,000 against loss relative to our 
advances to this subsidiary, we are confident that the amounts advanced will be repaid. 
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Agreement has been reached covering members of our flight crews and dispatch 
employees. The agreements are for a period of 24 months and are subject to Anti- 
Inflation Board approval. 


In order to offset increased costs, we have reviewed all operations and adjusted 
schedules and staff wherever possible. Increased employee levels reflect new hirings for 
Heavy Maintenance and Ramp Services. Actual airline employees are now at 1974 levels. 


Uncontrollable costs such as fuel, materials and outside services present continuing 
problems. |n the case of fuel, costs have risen from 37.8¢ per gallon in 1974 to 57.8¢ or 
53.0%. In the North, the costs are even more dramatic. Some examples are set out below: 


Churchill..... $ 622 gal. 
Baker Lake.. Fao ee elena 
Rankin Inlet 22 ae 
Coral Harbour Diss) 1 


With a view to offsetting these increases we have filed for a fare increase of 
approximately 10% and this application is presently under review. 


The Minister of Transport has announced plans for assistance to upgrade Inland 
Airports in Manitoba and also a programme to expand facilities in the Keewatin District 
of the Northwest Territories. Completion of these programmes in 1976 will permit use of 
larger turbo-prop and jet equipment with resultant improvement in service and efficiency. 


Action has also been taken to divest ourselves of unutilized capital assets which will 
have a direct beneficial impact on our working capital position. 


While 1976 will present difficulties, there has been a noticeable improvement in 
Operating margins and we feel confident that this trend will continue. 


Respectfully submitted, 


ey) 


ARTHUR V. MAURO 
President 


SOL KANEE 
Chairman 
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Consolidated Statement of Loss FOR THE YEAR ENDED DECEMBER 31, 1975 
(With 1974 Figures for Comparison. In Thousands of Dollars) 
OPERATING REVENUE: 


Mainline 1975 
RASSEIIGE Trem ae Mice eR it chic carer ecto eh a oem ne teh Me Sieh a ER EA. CRRA EER oy PORTS ANE $18,275 


OPERATING EXPENSES 
Flying Operations 


INITIATE Harcatenceces beter eects ce crescucar neces aera cepa cance ausacee sean cneeee hy cas aaRRa ee acta act tanacdbabsabecbdesascscbanncesecensnruoRcEm Rena nnaee 
(CUSTIONMAR SINAC ees seer ce eae eae ee a ce ocaqa co tsce aco gee RSH COOH SE aH Rae ee tonb seiaaaapsbanens saagnenetonecsoatadeostne saeaennsuoerecan oneal 
IMME TRON), xsconsosovs0scnonacocoacecooos 
General and Administrative 
RIEITCOPLERAMGLAWIOMIGSs.. s2c.2 these Ue se ae te eee ee ioe ee a gon en UR RE AE ee ee ieee 2 on Ren > Aaa nar ae eatcedell 
MotalkO© HeratingpExweMmsesie cesses eee meno one eettre trae ca ete ea ea ee ee 28,579 
Depreciatioma men @imuizertsl OM xs Met ees hee ste te A ee oo coors Omen ot mele oe pe cto eee Rae oe a eee ee 2,935 


Operating Income 
Interest — long-term debt.... 


S(O Del eee eine Sean ee oe ie ee 

((Erorss)) interes nates Loe rnerass tlnieseiRolll on Wtinta} TidsnnlS geteaee me teterena cacctsenosascccoastanadesocsoaes are sesccatorsaasosesrocesedoseeadsoasnedenasooseodoeneceeaoceesher (2,552) 
Gain (Loss) on disposal of property and EQUIPMENL................0cc0ec0ecc0e0ee000c0e--- 196 
Provision for loss on advances to non-consolidated subsidiary (Notes 1a & 2). (500)- 
(Loss) Income before income taxes and extraordinary items..................-.-.- (2,856) 
Recovery (provision) — deferred income taxes (Note 1e) ae ee 316 
(Los): [IMGONRNE [ISHS Gare AMENAY, ITWEIANG Ssalsonersansanscococonnedosbeneasosbeesoneacddoomardancesbnes 20s a0ceoaahnosadesbecsenbaanonaénet écbtoncdasdhossnoasnnesee (2,540) 
Extraordinary Items: 

RONEIGMKEXGMea Gen (LOSS) KC alin (IN, Clea) ease eee ee (182) 

Income tax reduction arising from application of prior years’ loss carry-forwards. ..............cc.0cccccceeeceececeeeeeeeeeeteeeeeees = 

(182) 

(HOSSAIN G © MEAG Rapti EVAR IN cite 16) ks ae cae seer aula ete seneecet 05 cree ne oer ates ieee NN een pep Cent Tul Steaeew. oae| $(2,722) 


The accompanying notes are an integral part of the financial statements. 


. 9 a | 
Consolidated Statement of Deficit FOR THE YEAR ENDED DECEMBER 31, 1975 
(With 1974 Figures for Comparison. 1|n Thousands of Dollars) 


1974 
RET AMINIED E/NRININGS AT BIEGIININIING OIF Wall WEAR oo. scoccsscescsocsosoncecessobeooene soneroosoesessbapoc snei-ceespsponsncenscesoasonesooenoone $1,589 
(LOSS) IMEOINME TOF AE WERIP sosccsconsinanssopacnentanoo 1ehoenesasasoanoenense 492 
Dividends paid on preference shares (14) 
(DEFICIT) RETAINED EARNINGS AT END OF THE YEAR $2,067 
The accompanying notes are an integral part of the financial statements. 
Consolidated Statement of Changes in Financial Position 
(With 1974 Figures for Comparison. In Thousands of Dollars) FOR THE YEAR ENDED DECEMBER 31, 1975 
FUNDS PROVIDED: 1974 
From operations excluding charges not affecting working capital $ 2,688 
Net reduction of mortgages receivable 226 
Salle Olf SGUMNOMTEIME .scocaocons000s0nrsereangaananasannnaace 530 
Transfer of aircraft for sale 1,664 
LOANS} THIMAIMCMAG] -....sasosaccongs>sonsnsensoanenseanone a 17,736 
TOW) FAWIMNCES [PROWICOC osc soceccenoanannoocnenetoosenoeoeonann0: Se een et ee ers ame iat oe os cre oust an dee 22,844 
FUNDS APPLIED: 


IINGREASEINMIMON(GAGESINE CCV ala Cee meter ee ter cs. os eae tees ge eRe pe Ne Erbe he Nr 
Advances to non-consolidated subsidiary Rae = 
Calpiitallexpenclittiesteceee eee eeenerers 23,260 
Repavymientiotalomagstennmng e bites cee ore eee ore e eect. chee eee eon ec tnrccie, cee, ARIE crea eli oe 
Developmentaliandafilectipne-operatigicOstsr eae a Aone tes ence dt Meee tenet nce oe aulnerasecede cacti. a etoa a oat 
Deferred lease payMents...............2c00eccs00eeeeee ; 54 (36) 


Dividends on preference shares 14 14 
altucell Feu cl S¥AN (alte cl enemies rye en te eal renee teen sags Sata ged a tape eat ses ask 8,856 26,928 

DIE GIRIEANS EaIIN WIS W INI) Sis es yearecrccerte eee ete eee cee cet ec re tee erat Aeros ae era co claneae ns Fae Save ae zac (4,896) (4,084) 
WORKING, CAPINPANE (IDIETICIIEINIO')) AMT IBIEGIININIINIG OIF TRIE SAE/AR o-ncoccnrnaraco:cesodaesases agnqnananasnannceracneeeeaneoceoneceenessot (4,031) 53 
WHORRISIING CAPITAL (IDIEIFICHIEINC') ANTE FEINID) OIE Tal S71EVAIR so sccccseorcancssseacacconsonoaanensnnciinn licen cnoncnonsnecneecennsnssontensacencennn $ (8,927) $ (4,031) 


The accompanying notes are an integral part of the financial statements. 


transair Limited 


ASSETS 


Consolidated | 


CURRENT ASSETS: 1975 
(GTS ERT ao Oe <r Ne Re TE oR ko RS ee $ 129 
AC COUMESITE Ce Valo CMe Stk eco: seem, sonra aes. Benen eee ence 3,591 
Inventories of parts, supplies, gasoline and oil — at cost 2,009 
ANION TOF SAID (INOW S))secosceoncanesconssnoceaq9ccgnoneaeAEaNeGEsaNEs80H3000300 1,307 
Mortgages receivable due within one year... 376 
RrepaldkexpemSeSes-cr-e ete ce ee eee 200 
Mota lhelinjemivasse tS Sosa. a. eee Sno aenene eee eet 7,612 
MORTIGVNGIES IRIECIEIWABILIE,, ESS QUIRFENTE [OOTIION .occcoos.0.ceonscoqsnon0nconassnscbanNNEnCRDE 640 
ADVANCES TO NON-CONSOLIDATED SUBSIDIARY (Notes 1a & 2)............... 494 

PROPERTY AND EQUIPMENT — at cost (Notes 1b & 3) 

/NITOLEMTE ZINC! HMIGIME SCHUIIOMMEIMN 2 orcoascororoossacooooncaesesoonannoncsoonanocano sesnooosahbbOnNsnINe: 32,235 
Laine|, loulilichiiners, inc! G(OUIME! SCWINOMMEME -.:conncocsooescrononneerpeocenrnnécennneenccnapoeenasve 3,394 
35,629 
(LiSsS ACOUIMMUI ENC] ClEOTECTENAOI .c.occooccosccsonenacesarcoppeaceoo eensaceeshobEb55nonDEeGDgHoHREAnOSOGL 5 762 
NGI [OFOPOENY, GIMC! SOPUIIOMMENE ono ossocessnacacrsa nconsonsscancocnenesegne 29 867 
DEVELOPMENTAL AND FLEET PRE-OPERATING COSTS (Note 1c)............. 2,146 
IDIEFIERRIED ILIE/-ANSIE IPANAMIENNTIFS (INES Cl 2 4) -nnancoons so nnsenenoo aonb oonosoceuescoonsseee 839 
PRO SVAN vee ee eee eect tae ne oe eae $41,598 


The accompanying notes are an integral part of the financial statements. 


AS AT DECE! 
(With 1974 Figures for Compa 


$40,396 


alance Sheet 


3ER 31, 1975 
on. In Thousands of Dollars) 


LIABILITIES AND 
SHAREHOLDERS’ EQUITY 


CURRENT LIABILITIES: 


Bamlkdl@amnsn(N Otek) terse eee creer tere cen rene rf cee ee eR Oo 
Accounts payable and accrued liabilities . 
Unearned revenue 


Total current liabilities 


LONG-TERM DEBT, less current portion (Note 6) 


DEFERIRED IIINCOMIE TAQKIES (INOS 1) sesconmsoscssonsennsoe so50ccconcoosbononaga9903000edRHEIIN 
SHAREHOLDERS’ EQUITY (Notes 1a & 7) ; 
Capital Stock: 
Preference shares oa 200 
(CROTTMUTAONAY SIMEIAES soasee Socoseocensosnceno soveooecedds asaeaodocecacccaned acne consecnchodeecogeaBeReed 6,269 
6,469 
(IDENTITY) REWANMNEC! GAINES cococancosseeccooonososnoa2sbnscececonosahaooodonendososenoHdsqo5d0eneGcc: (669) 
TOI SHATENOICES’ SEIN ooscoccoosonscnnsosonan.sosAANANAEAEAAEAGEARDEpAAOeC 5,800 
HTL @) YPN Ema se cece erence ay ce ee Cateye cowese sen aceasnel $41,598 


The accompanying notes are an integral part of the financial statements. 
Approved by the Board: 


A. V. MAURO, Director 
S. KANEE, Director 
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1974 


$ 3,301 
6,307 
716 
2,128 


13,052 
17,926 
882 


200 
6,269 
6,469 
2,067 


8,536 


$40,396 


trans@ir Limited 


Notes toltme Gomsolcatec! Fineneclals Statements 


1. SUMMARY OF SIGNIFICANT 
ACCOUNTING POLICIES 


This summary of accounting policies 
of Transair Limited and subsidiaries is 
presented to highlight those policies 
which are significant to the companies’ 
Operations and to facilitate the evaluation 
of the financial statements contained in 
this report. These policies have been 
followed consistently in all material 
respects during the current and preceding 
year. 


(a) Principles of Consolidation 


The consolidated financial statements 
include the accounts of the company and 
wholly-owned subsidiaries Midwest Air- 
ines Ltd, Arctic Wings Limited and 
Aircraft Services (Western) Limited. The 
latter two are inactive. The acquisition of 
Midwest Airlines Ltd. has been treated 
Or accounting purposes on a ‘pooling of 
interests’ basis, and the issue of 739,000 
common shares with an assigned value of 
$3,695,000 for the acquisition resulted in 
he company’s consolidated capital stock 
account being increased by $13,000, 
equivalent to the paid-in capital of the 
subsidiary, and retained earnings being 
increased by $2,058,964, equivalent to 
the retained earnings of the subsidiary on 
May 2, 1969. 


The accounts of Filmont Tours Inter- 
national Limited and its subsidiaries have 
not been consolidated in view of the net 
capital deficiency of Filmont at the date 
of acquisition. Until such time as this 
deficiency is eliminated, any earnings of 
Filmont do not accrue to Transair. The 
investment in shares and advances to 


Filmont is stated at cost, less provision 
for losses which may accrue to Transair. 
(See Note 2) 


(b) Depreciation and Amortization 


Depreciation of aircraft and flight 
equipment is provided on a straight-line 
basis at rates which are sufficient to 
reduce their book value to estimated 
residual values at the expiration of their 
estimated useful lives. The cost of air- 
frame and engine overhauls is capitalized 
and amortized on the basis of hours 
flown. 


When new aircraft are acquired the 
estimated value of available flying hours 
of engines is segregated and amortized on 
the basis of hours flown to the date of 
the first overhaul. 


(c) Developmental and Fleet 
Pre-Operating Costs 


Costs related to new aircraft prior to 
going into revenue service and pre-operat- 
ing costs of mew routes and services are 
deferred and amortized to earnings on a 
straight-line basis over eight years. 


(d) Leases 


With respect to the leases for two 
Boeing 737 aircraft (see also Note 4) the 
company follows the policy of charging 
to expense the average of payments 
throughout the term of each lease (in 
aggregate $1,806,000 per annum). Pay- 
ments made in excess of the amounts 
charged to expense are shown on the 
balance sheet as deferred lease payments. 
This account will be reduced by charges 
to operations in the latter years of the 


leases when payments will be lower than 
the average annual rate. 


(e) Income Taxes 


Income tax legislation permits certain 
costs (such as overhaul charges and 
capital cost allowances) to be deducted in 
calculating taxable income in years other 
than the year recorded in the financial 
statements. The companies follow the 
tax-allocation basis of accounting for 
income taxes whereby provisions are 
charged against income for deferred 
income taxes arising from such timing 
differences. 


The recovery of deferred income taxes 
in 1975 of $316,000 represents primarily 
the drawdown of previously accumulated 
deferred income taxes in the accounts of 
Transair Limited. 


Deferred income taxes shown on the 
Consolidated Balance Sheet represent the 
accumulated effect of timing differences 
in the accounts of Midwest Airlines Ltd. 


(f) Conversion of Foreign Currencies 


The companies’ policy is to translate 
amounts owing in foreign currencies at 
rates fixed through forward exchange 
contracts, or at current rates prevailing at 
the year end for unhedged liabilities. 


2. ADVANCES TO 
NON-CONSOLIDATED 
SUBSIDIARY 


Effective January 1, 1975 the com- 
pany acquired for a nominal amount all 
of the outstanding shares of Filmont 
Tours International Limited (and its sub- 
sidiaries). At that date, Filmont had a net 


DECEMBER 31, 1975 


capital deficiency (excess of liabilities 
over total assets) of $533,000. 


At December 31, 1975, advances to 
Filmont comprised the following 


Cash advances and 


Outstanding billings $994,000 
Less provision for losses 500,000 


$494,000 


At December 31, 1975, Filmont had 
total assets of $433,000 and total liabil- 
ities of $1,900,000 of which $300,000 
represents a bank loan which is guar- 
anteed by Transair. For the year ended 
December 31, 1975 Filmont earned 
revenues totalling $3,890,000 and sus- 
tained an operating loss of $933,000. A 
major portion of Filmont’s operating 
loss occurred during the first half of 
1975; for the balance of 1975 operating 
results have been stabliized. 


In view of Transair’s exposure to 
potential losses, a provision of $500,000 
has been charged against the current 
year’s operations. The amount, if any, of 
actual losses which may be incurred by 
Transair on the Filmont account is de- 
pendent on the future profitability of this 
subsidiary. 


3. PROPERTY AND EQUIPMENT 


The acquisition of the Fokker aircraft 
in 1974 requires that the company pur- 
chase spares inventory of approximately 
$500,000 (U.S.) in 1976. 


At December 31, 1975 aircraft for sale 
included two turbo-prop aircraft which 
the company intends to sell during the 


next year. These aircraft are stated at cost 
less accumulated depreciation, which 
amount is less than estimated realizable 
value. 


4. LEASES 


The company has two Boeing 737 
aircraft on net leases through November 
1981. In the last year of the leases, the 
company has the option to purchase the 
aircraft for $585,000 each, including 
spare engines and certain parts. Annual 
lease payments total $1,860,000 for 1976 
to 1979, $1,337,500 for 1980 and 
$1,050,000 for 1981. 


5. BANK LOANS 


Bank loans are secured by assignments 
of book debts and demand debentures 
issued by the company and its wholly- 
owned subsidiary, Midwest Airlines Ltd. 
The debentures are secured by a fixed 
and specific mortgage on certain assets 
and a floating charge on all of the com- 
Panies’ Unencumbered assets and under- 
takings. The debentures also carry further 
provisions that there be no redemption of 
paid-up capital on any shares and no pay- 
ment of dividends on common shares of 
the companies without prior consent of 
the bank. 


6. LONG-TERM DEBT 


Maturity of long-term debt for the 
next five years is as follows: 


...$3,182,000 
2,773,000 
-.- 3,467,000 
... 2,326,000 
. 2,206,000 


6. LONG-TERM DEBT (Continued) 


62% note payable in United States currency 
secured by two YS-11A aircraft, parts, and 
equipment, repayable monthly to August, 1978 


Floating rate (N.Y. prime plus 2%) notes 


payable in United States currency secured by 


two F-28 aircraft, repayable quarterly to 
PONISI O BS es teens eae ae. cau ests Spee ses eee 
6% term loan payable in United States currency 
to Export-lmport Bank of United States by 
semi-annual instalments December, 1980 to 
June, 1985. Guaranteed by a commercial Bank 


Floating rate (N.Y. prime plus 1%%) bank term 
loan repayable in United States currency by 
semi-annual instalments to June, 1980, secured 
bysaiBo7e/cainchatieve-s eee ee ee 
11%% note payable in Canadian currency secured 
by an assignment of a mortgage receivable on the 
sale of a HS748 aircraft, repayable monthly to 
SaMUary: gOS O tte seer oe er ae cacao 


Interest free mortgage in Canadian currency 
repayable in annual instalments to 1980................. 


8% term loan payable in United States currency 

to Export-lmport Bank of United States by 
semi-annual instalments April 1979 to October, 
1981. Guaranteed by a commercial bank................ 


Floating rate (based on 90 day commercial paper 
plus 24%) commercial bank loan repayable in 
Canadian currency by semi-annual instalments to 
October, 1984, secured by a B-707 aircraft............. 


6.47% to 7.65% notes payable in pounds sterling 
repayable semi-annually to October, 1976.............. 


6% notes payable in United States currency 
secured by two Bell 206B helicopters, repayable 
fama NAY? two) /ANUICIUESE,, {IC YSTO) nn eneensenssnncnonerereonaneeence 


9% unsecured agreement payable in pounds 
sterling repayable semi-annually to April, 1976....... 


Due Within 
One Year 


$ 488,000 


613,000 


925 000 


228,000 


40,000 


621,000 


165,000 


56,000 


46,000 


$3,182,000 


Non-Current 


$ 1,685,000 
5,210,000 
2,990,000 
2,112,000 


629 000 


160,000 
2,288,000 


3,416,000 


219,000 


$18,709,000 


7. CAPITAL STOCK 


The authorized capital stock consists 
of: 

20,000 preference shares of a 
par value of $10.00 each, redeemable at 
$13.50 per share (including postponed 
dividends of $3.00 per share as at May 
15, 1963) and entitled to a cumulative 
dividend of 70 cents per share per annum 
after that date. 

5,000,000 common shares of 
no par value. 

The 20,000 preference shares are all 
issued and fully paid and all dividends 
since May 15, 1963, have been paid; 
3,080,811 (unchanged from 1974) com- 
mon shares are now issued and fully paid. 


As at December 31, 1975, 465,000 
common shares were set aside for option, 
all of which are outstanding, including 
400,000 shares at $5.00 per share expir- 
ing May 31, 1976 and other options on 
65,000 shares at prices ranging from 
$2.30 to $6.25 per share, expiring 1976 
to 1978. Included are options of 42,500 
shares to officers of the company, none 
of whom are directors. 


8. LOSS PER SHARE 
(Loss) income per issued common 


share: 1975 1974 
Before extraordinary 
(82.8)¢ 9.6¢ 


After extraordinary 


[WEIS acponeennnnerrces (88.8)¢ 15.5¢ 


Fully diluted (loss) (anti- —_ (anti- 
income per share.... dilutive) dilutive) 


9. REMUNERATION OF DIRECTORS 
AND SENIOR OFFICERS 


Expenses include remuneration of 
$187,000 paid to six officers, two of 
whom were directors, Fees of $34,000 
were paid to seven directors. 


AUDITORS’ REPORT 
To the Shareholders of Transair Limited 


We have examined the consolidated 
balance sheet of Transair Limited as at 
December 31, 1975 and the consolidated 
statements of loss, deficit, and changes in 
financial position for the year then 
ended. Our examination included a gen- 
eral review of the accounting procedures 
and such tests of accounting records and 
other supporting evidence as we consid- 
ered necessary in the circumstances. 


As described in Note 2, the recovery 
of advances made to a non-consolidated 
subsidiary is dependent on its future 
profitability. A provision has been made 
to cover the possible loss which may be 
incurred on the realization of these 
advances, but the ultimate loss, if any, is 
not presently determinable. 


In our Opinion, subject to any adjust- 
ments arising from the realization of the 
advances to the non-consolidated sub- 
sidiary as referred to above, these con- 
solidated financial statements present 
fairly the financial position of the com- 
pany as at December 31, 1975 and the 
results of Operations and changes in finan- 
cial position for the year then ended, in 
accordance with generally accepted 
accounting principles applied on a basis 
consistent with that of the preceding 
year. 


DELOITTE, HASKINS & SELLS 
Chartered Accountants 


Winnipeg, Manitoba 
March 23, 1976. 


Ten Years With Transair 


1975 1974 1973 


1972 1971 1970 1969 1968 1967 1966 


12,828 12.530 10113 6835 4206 3.612 3,128 
4.008 3.379 3692 4087 1899 1718 2512 


613 434 219 107 258 410 371 


Scheduled Revenue ($000) : 20,947. 19,735 15,800 
Contract and Charter Revenue ($000) 9,480 9981 5,617 
Other Revenue ($000) 1,100 760 663 

Total Revenue ($000) 6 = 31,527 30,476 22,080 


Income (Loss) before Income Tax and 
Extraordinary Items 
Amount ($000) (2,856) 679 700 


Percent of Total Revenue (9.1) 2.2 3.1 


Net Income (Loss) 


Amount ($000) (2,722) 492 1,107 
Percent of Total Revenue “3 (8.6) 1.6 5.0 
Percent of Common Shareholders Equity (48.6) 59 14.1 
Funds Provided from Operations ($000) 274 2,688 1,850 
Retained Earnings (Deficit) ($000) (669) 2,067 1,589 
Common Shareholders Equity ($000) 5,600 8336 7,858 
Common Shares Outstanding 
End of Year (000) 3,081 3,081 3,081 
Earnings per Common Share (¢) (88.8) 155 35.4 


Book Value per Share ($) 1.82 271 2:55 


17,449 16,343 14,024 11,029 6363 5740 6.011 


810 411 (106) (1.412) (762) (185) (256) 
46 2.5 (8) (12.8) (12.0) (3.2) (4.3) 


1.011 505 (39) (2,059) (872) (185) (256) 
5.8 31 (3) (187) (13.7) (3.2) (4.3) 
14.9 88 (1.4) (80.8) (800) (98) (146) 

2.299 1.667 1.535 444 197 451 539 


496 (501) (978) (939) 77 877 . 847 
6.765 5,768 2,723 2,547 1,090 1,894 1,751 


3,081 3,081 2054 2011 78) 781 746 
32.8 I@7 (1.9) (102.4) (1117) (242) (34.8) 
2.20 1.87 1.33 1.27 1.40 2.43 2.34 


Gross Additions to Fixed Assets ($000) 4,438 23,260 1,588 1754 575 5172 3,870 571 46 185 

Net Book Value of Fixed Assets ($000) 29,867 28,197 8,830 11,663 13.328 14.350 11.028 9.649 2.022 2,164 

Long-Term Debt Outstanding—Current and 

Non-Current ($000) 21,891 20,654 4542 5588 6912 8514 6559 4.681 il7/ 85 

Working Capital (Deficiency) ($000) (8,927) (4,031) 53 (1.441) (1.704) (4.040) (1.811) (750) 66 (208) 
Passengers Carried (000) 409 484 405 328 337 301 206 134 104 90 
Revenue Passenger Miles (000) 276,398 342,607 225,130 159,004 145.042 125,809 78118 40.834 33.694 29.049 
Passenger Load Factor (%) 47.6 52.4 54.0 495 474 450 487 469 43.3 35.8 
Total Load Factor (%) 46.2 516 51.1 385 377 409 438 460 399 334 
Number of Employees 855 700 690 514 485 504 468 390 345 356 


a er eS 
NOTE: The results of Midwest Airlines Ltd. are included effective May 2, 1969 
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INTERIM REPORT 


For the Six Months Ended June 30, 1975 


August 13, 1975 


TO THE SHAREHOLDERS 
OF TRANSAIR LIMITED: 


Enclosed are comparative statments for the six- 
month period ended June 30th, 1975. 


The financial results reflect revenue loss oe 
sioned by reduction in services during the 
thirteen-week strike (March 7th to June 2nd) by our 
Maintenance and Traffic employees. In addition, 
revenue from scheduled operations continued the 
first quarter decline. The charter market, which had 
remained strong during the first quarter, weakened 
during the second quarter. These factors resulted in 
gross revenues of $15,193,000, a drop of 2.1% from 
the preceding year. 


While direct operating and administrative expenses 
were held below the similar period of 1974, total 
Operating costs including depreciation and interest 
increased by $1,289,000 or 8.6%. 


During the period, we suffered a net loss of 
$408,000 compared to a profit of $467,000 for the 
similar period of 1974. On a per share basis, the 
current period shows a loss of 13.5¢ as compared to a 
profit of 15.2¢ in 1974. 


The fare increase, effective June 7th, will reduce 
the disparity between costs and revenue but cannot 
compensate for the drop in revenue traffic. 


On June 30th, the Ministry of Transport withdrew 
Operating licences into a number of inland Manitoba 
points. Although our subsidiary, Midwest Airlines, 
had operated into these airfields for the past five 
years without incident, the Ministry concluded that 
the facilities did not meet established standards. This 
arbitrary action will negatively affect revenues over 
the balance of the year. 


Our application to introduce a third frequency 
Marie-Toronto was unopposed but we are still 
tee, Similarly, we have applied to extend our Yellow- 
knife service to Whitehorse in the Yukon and are 
considering reactivating our existing authority for 
service between Winnipeg and Prince Albert. 

The reduction in funds available from operations 
coupled with required capital expenditures and the 
financing of the sale of an aircraft resulted in an 
‘increase of $2,462,000 in the working capital defi- 
end. 


and Ramp Services were delayed due to the strike. 
will receive the first Department of Defence 707 for 
overhaul in September. 

| am pleased to report that we have once again 
to the Distant Early Warning sites at increased rates 
effective July 1st. 


transair Limited 


and Wholly-Owned Subsidiary Companies 
Interim Report for the Six Months Ended June 30, 1975, with Comparative Figures for 1974 
(Unaudited) (In Thousands of Dollars) 


CONSOLIDATED STATEMENT OF INCOME 


1975 
PRUE cccccoscconsnnsccoceoneserestons eee ox Bene ccne Saeko eee $15,193 
Expenses 
General oMeara and Aastra Expenses. we 
1,086 | 
16.221 
OPERATING PROFIT — (Loss). (1,028) 
Deferred Income Taxes............. 470 
Income (Loss) Before Extraordinary Items (558) 
Gain (Loss) on Disposal of Property and Equipment — Net of Deferred Tax......... 150 
Income Tax Reduction Oe S from Application of Prior Years’ Loss Carry Forward... = 
Net Income (Loss) for the Period... De oe ee, na aie | aA); 
ss 
Earnings per Common Share 
Basic — (Weighted Average Number of Shares — 1975 — 3,080,811 & 1974 — 3,080,806) 
Before Extraordinary Items... (13.5¢) 
After Extraordinary |tems...... (13.5¢) 
Diluted — 


Before Extraordimary Items..........:.csceeeecceeeeeeeeeee Geevttreniveresesereeeteereasssreeesss ANNtI-DiUTIVE! 


Long-Term Debt Financing.. 


Total Funds Provided....... 220 2,236 
Funds Applied: 

2,423 

1,068 

1,010 

163 

27 

7 
1698 
Improvement (Decrease) in were epic. = eee (2462) 
Working Capital (Deficiency) at the San ae the Period ... (4,031) | 
Working Capital (Deficiency) at the End of the Period......... $(6,493) 


